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Q-l Which of the following specialised journals records "goods returned by customers"? 

A) Purchase journal 

B) Bales journal 

C) Purchases return journal 

D) Sales return journal 

Q-2 Sales on credit is recorded in which of the following journal? 

A) Purchase journal 

B) Sales journal 

C) Purchases return journal 

D) Sales return journal 

Q-3 Transactions that a BUSINESS doesn't record in any specialised journal are recorded in which of the 
following journals or day books? 

A) Cash payments journal 

B) Cash receipts journal 

C) Purchases return journal 

D) General journal 

Q-4 Another name of journal is 

A) Specialized journal 

B) Day book 

C) Cash book 

D) Record book 

Q-5 Which of the following specialised journals will record "goods returned by the BUSINESS"? 

A) Purchase journal 

B) Sales journal 
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C) Purchases return journal 

D) Sales return journal 

Q-B Sales and purchase journal don't record 

A) Credit sales 

B) Credit purchases 

C) Credit sales and purchases 

D) Cash sales and purchases 

Q- 7Cash received from debtor is recorded in which of the following SPECIALIZED journals? 

A) Purchase journal 

B) Sales journal 

C) Cash receipts 

D) Cash payments journal 

Q-8 Which of the following is a type of cash receipt journal + cash payment journal? 

A) Bank statement 

B) Statement of cashflow 

C) Cash book 

D) Cash documents 

9. Cash purchases is recorded in which of the following specialized journals? 

A) Purchase journal 

B) Sales journal 

C) Purchases return journal 

D) Cash payments journal 

10. A brief explanation recorded below every entry in general journal is commonly known as 

A) Narration 
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B) Explanation 

C) Summary 

D) Other information 

11. Credit purchase of plant and machinery is recorded in which of the following journals? 

A) General journal 

B) Cash journal 

C) Purchase journal 

D) Purchase return journal 

12. Debit note is the basis for recoding a transaction in which of the following journals? 

A) General journal 

B) Cash journal 

C) Purchase journal 

D) Purchase return journal 

13. SALE of old furniture" will be recorded in which of the fallowing specialised journals? 

A) Purchase journal 

B) Sales journal 

C) General journal 

D) Cash receipt journal 

14. Credit note is the basis for recording a transaction in which of the following SPECIALIZED journals? 

A) Purchase journal 

B) Sales return journal 

C) General journal 

D) Cash receipt journal 

15. Specialized journals are more adequate for which TYPE DF BUSINESSES ? 
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A) Small businesses 

B) Big businesses 

C) Sole proprietorship 

D) Partnership 

16. Which of the following is known as an evidence that a transaction took place? 

A) Cash receipts journal 

B) General journal 

C) Source document 

D) Cashbook 

17. BUSINESS paid rent amounting to $!□□" which of the following specialized journals records this 
transaction? 

A) Cash receipts journal 

B) Cash payments journal 

C) Sales journal 

D) Purchase journal 

Q-18 Credit memo or credit note No. is entered in which of the following journal? 

A) General journal 

B) Cash journal 

C) Purchase journal 

D) Sales return day book 


ANSWER: 


ID2B2D4B5CGD7C8C9DI0A 
IIA12 A13 C14 B15 BIG C17 B IS A. 


For More Books Please Visit | www.freepdfpost.blogspot.com 




www.freepdfpost.blogspot.com 


IB. WHICH DF THE FOLLOWING IS THE MOST APPROPRIATE POTENTIAL REACTION OF THE AODITOR TO HIS? 
ASSESSMENT THAT THE RISK OF MATERIAL MISSTATEMENT DOE TO FRAOD IS HIGH IN RELATION TO 
EXISTENCE OF INVENTORY? 

A) VISIT LOCATION DN SURPRISE BASIS TO OBSERVE TEST COUNTS 

B) REQUEST INVENTORY COUNT AT A DATE CLOSE TO YEAREND 

C) VOUCH GOODS SENT DN APPROVAL VERY CAREFUL Y 

D) PERFORM ANALYTICAL PROCEDURES. 

17. WHICH OF THE FOLLOWING IS NOT LIKELY TO BE A FRAUD RISK FACTOR RELATING TO 
MANAGEMENT'S? CHARACTERISTICS 

A) TAX EVASION B) FAILURE TO CORRECT KNOWN WEAKNESS IN INTERNAL CONTROL SYSTEM 

C) ADOPTION OF CONSERVATIVE ACCOUNTING PRINCIPLES 

D) HIGH MANAGEMENT TURNOVER 
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IS. PROFESSIONAL SKEPTICISM REQOIRES THAT THE AODITOR ASSOME THAT MANAGEMENT IS 

A) REASONABLY HONEST 

B) NEITHER HONEST NOR DISHONEST 

C) NOT NECESSARILY HONEST 

D) DISHONEST ONLESS PROVED OTHERWISE 

19. WHICH OF THE FOLLOWING INFORMATION SHOOLD A SOCCESSOR AODITOR OBTAIN DORING THE INQUIRY 
OF? 

THE PREDECESSOR AUDITOR BEFORE ACCEPTING ENGAGEMENT? 

I) INFORMATION ABOUT INTEGRITY OF MANAGEMENT 

II) DISAGREEMENT WITH MANAGEMENT CONCERNING AUDITING PROCEDURES 
II) REVIEW OF INTERNAL CONTROL SYSTEM. 

IV) ORGANIZATION STRUCTURE 

A) (I) AND (I) B) (I) AND (I I) C) (I). (I) AND (I I) D) I) AND (I I) 

20. THE AUDIT ENGAGEMENT LETTER. GENERAL Y. SHOULD INCLUDE A REFERENCE TO EACH OF THE 
FOLLOWING EXCEPT 

A) LIMITATIONS OF AUDITING 

B) RESPONSIBILITIES OF MANAGEMENT WITH RESPECT TO AUDIT WORK 

C) EXPECTATION OF RECEIVING A WRITTEN MANAGEMENT REPRESENTATION LETTER. 

D) A DESCRIPTION OF THE AUDITOR'S METHOD OF SAMPLE SELECTION. 

21. THE USE OF AN AUDIT ENGAGEMENT LETTER IS THE BEST METHOD OF ASSURING THE AUDITOR WILL 
HAVE WHICH OF THE FOLLOWING? 

A) AUDITOR WILL OBTAIN SUFFICIENT APPROPRIATE AUDIT EVIDENCE. 

B) MANAGEMENT REPRESENTATION LETTER 

C) ACCESS TO ALL BOOKS. ACCOUNTS AND VOUCHERS REQUIRED FOR AUDIT PURPOSE 

D) COOPERATION FROM OTHER AUDITORS 
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22. THE USE DF AN AUDIT ENGAGEMENT LETTER IS THE BEST METHOD DF DOCUMENTING 

I) THE REQUIRED COMMUNICATION DF SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL 

II) SIGNIFICANTLY HIGHER CDNTRDL RISK THAN THAT ASSESSED IN PRIOR AUDIT. 

II) OBJECTIVE AND SCOPE OF AUDITOR'S WDRK 

IV) NOTIFICATION OF ANY CHANGES IN THE ORIGINAL ARRANGEMENTS DF THE AUDIT. 

A)(I)AND(I) B) (I) AND (II) C) I AND (IV) D) (I I AND (IV) 

23. AN AUDITDR WHD ACCEPTS AN AUDIT BUT DDES NOT POSSESS THE INDUSTRY EXPERTISE DF THE 
BUSINESS ENTITY SHOULD 

A) ENGAGE EXPERTS 

B) OBTAIN KNOWLEDGE OF MATTERS THAT RELATE TD THE NATURE OF ENTITY'S BUSINESS 

C) INFORM MANAGEMENT ABDUT IT 

D) TAKE HELP OF OTHER AUDITORS 

24. THE LEAST IMPORTANT ELEMENT IN THE EVALUATION DF AN AUDIT FIRM’S SYSTEM OF QUALITY 
CDNTRDL WDULD RELATE TO 

A) ASSIGNMENT DF AUDIT ASSISTANTS 

B) SYSTEM DF DETERMINING AUDIT FEES 

C) CONSULTATION WITH EXPERTS 

D) CONFIDENTIALITY OF CLIENT'S INFORMATION 

25. THE PRIMARY PURPDSE OF ESTABLISHING QUALITY CDNTRDL POLICIES AND PROCEDURES FDR DECIDING 
ON CLIENT EVALUATION IS TD 

A) ENSURE ADHERENCE TO GENERAL Y ACCEPTED AUDITING STANDARDS 

B) ACCEPTANCE OR RETENTION OF CLIENTS WHOSE MANAGEMENT DOES NDT LACK INTEGRITY 

C) ENSURE AUDIT FEES IS CHARGED ACCORDING TO THE TYPE DF AUDIT WORK ASSIGNED 

D) ALL OF THE ABOVE 

2G. WHICH OF THE FOLLOWING IS NOT A QUALITY CONTROL CONSIDERATION DN ACCEPTING A NEW CLIENT? 
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A) AVAILABILITY DF AUDIT ASSISTANTS WITH NECESSARY SKILL AND COMPETENCE. 

B) PROVISION OF OTHER SERVICES TO THE CLIENT WHICH MAY IMPAIR INDEPENDENCE 

C) PREDECESSOR AUDITOR'S ADVICE AS TO WHETHER AUDIT FEES WERE PAID PROMPTLY 

D) REVIEW OF AUDIT WORK DONE BY ONE PARTNER BY THE OTHER 

27. AN AUDITOR OBTAINS KNOWLEDGE ABOUT A NEW CLIENT'S BUSINESS AND ITS INDUSTRY 
TO 

A) MAKE CONSTRUCTIVE SUGGESTIONS CONCERNING IMPROVEMENTS TO THE CLIENT'S INTERNAL CONTROL 
SYSTEM 

B) EVALUATE THE APPROPRIATENESS OF AUDIT EVIDENCE OBTAINED 

C) UNDERSTAND THE EVENTS AND TRANSACTIONS THAT MAY HAVE AN EFFECT ON CLIENT'S FINANCIAL 
STATEMENTS. 

D) ALL OF THE ABOVE 

INTRODUCTION TO AUDITING 


Answers 


IB. A17. C18. B19. A 20. D 21. C 22. D 23. B 24. B 25. B 2G. C 27. c 


CONCEPTS OF AUDITING 


I. Audit of banks is an Example of 

a) Statutory audit 

b) Balance sheet audit 

c) Concurrent audit 

d) Both (a) and (b) 

e) All of the above 
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2. Concurrent audit is a part of 

a) Internal check system 

b) Continuous audit 

c) Internal audit system 

d) None 

3. In Pakistan, balance sheet audit is synonymous 
to 

a) Annual audit 

b) Continuous audit 

c) Detailed audit 

d) Statutory audit 

4. Audit in depth is synonymous for 

a) Complete audit 

b) Completed audit 

c) Final audit 

d) Detailed audit 

5. Balance sheet audit includes verification of_ 

a) Assets 

b) Liabilities 

c) Income and expense accounts where appropriate 

d) All of the above 

G. Which of the following statements is not true about continuous audit? 

a) It is conducted at regular interval 

b) It may be carried out on daily basis 

c) It is needed when the organization has a good internal control system 

d) It is expensive 
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7. Which of the following is not a fact of EPA? 

a) Economic audit 

b) Efficiency audit 

c) Expenditure audit 

d) Effectiveness audit 

8. The Delhi Government had constructed six bungalows for its ministers. They are lying unoccupied for 
last three years. This would be a matter of concern for 

a) Propriety Auditor 

b) Performance Auditor 

c) Financial Auditor 

d) None of the above 

9. Financial auditor is not concerned with propriety of business transactions. However, the exceptions to 
this rule are contained for audit of limited companies in_ 

a) Section 227 (IA) of the Companies Act, I95G 

b) Section 227 (IA) and section 227(4A) of the Act 

c) CARD, 2DD3 

d) Section 227 (IA) and CARD, 2DDS 

ID. Balance Sheet does not include — 

a) Verification of assets and liabilities 

b) Vouching of income and expense accounts related to assets and liabilities 

c) Examination of adjusting and closing entries 

d) Routine checks 

II. Which of the following statements is not correct about materiality? 

a) Materiality is a relative concept 

b) Materiality judgments involve both quantitative and qualitative judgments 

c) Auditor's consideration of materiality is influenced by the auditor's perception of the needs 
of an informed decision maker who will rely on the financial statements 
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d) At the planning state, the auditor considers materiality at the financial statement level 
only 

12.the audit risk, the materiality and ...the audit effort 

a) Lower, Higher, Lower 

b) Lower, Lower, Higher 

c) Higher, Lower, Lower 

d) Lower, Higher, Higher 

IS. When issuing unqualified opinion, the auditor who evaluates the audit findings should be 
satisfied that the 

a) Amount of known misstatement is documented in working papers 

b) Estimates of the total likely misstatement is less than materiality level 

c) Estimate of the total likely misstatement is more than material y level 

d) Estimates of the total likely misstatement cannot be made 

14. In determining the level of materiality for an audit, what should not be considered? 

a) Prior year's errors 

b) The auditor's remuneration 

c) Adjusted interim financial statements 

d) Prior year's financial statements 

15. Analytical procedures issued in the planning stage of an audit, general y 

a) helps to determine the nature, timing and extent of other audit procedures 

b) directs attention to potential risk areas 

c) indicates important aspects of business 

d) All of the above 

IB. Which of the following statements is most closely associated with analytical procedure? 
Applied at substantive stage? 
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a) It helps to study relationship among balance sheet accounts 

b) It helps to discover material misstatements in the financial statements 

c) It helps to identify possible oversights 

d) It helps to accumulate evidence supporting the validity of a specific account balance 

17. For al audits of financial statements made in accordance with AASI4, the use of analytical 
procedures are at the discretion of the auditor in which stage? 

a) Substantive testing 

b) Planning stage 

c) Overall review stage 

d) All of the above 

18. The basic assumption underlying the use of analytical procedures is: 

a) It helps the auditor to study relationship among elements of financial information 

b) Relationship among data exist and continue in the absence of known condition to the 
contrary 

c) Analytical procedures will not be able to detect unusual relationships 

d) None of the above. 

18. What are analytical procedures? 

a) Substantive tests designed to assess control risk 

b) Substantive tests designed to evaluate the validity of management's representation letter 

c) Substantive tests designed to study relationships between financial and nonfinancial 

d) All of the above 

ZD. Which of the following is not an analytical procedure? 

a) Tracing of purchases recurred in the purchase book to purchase invoices. 

b) Comparing aggregate wages paid to number of employees 

c) Comparing the actual costs with standard costs 
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d) All tif them are analytical procedure 

21. When applying analytical procedures, an auditor could develop independent estimate of an 
account balance to compare it to 

a) client's unedited account balance 

b) client's unedited account balance adjusted for trends in the industry 

c) Prior year audited balance 

d) Prior year audited balance adjusted for trends in the industry 

22. What is the primary objective of analytical procedures used in the overall review stage of an 
Audit? 

a) To help to corroborate the conclusions drawn from individual components of financial 
statements 

b) To reduce specific detection risk 

c) To direct attention to potential risk areas 

d) To satisfy doubts when questions arise about a client's ability to continue 
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AUDIT EVIDENCE 


1. DF THE FOLLOWING, WHICH IS THE LEAST PERSUASIVE TYPE DF AUDIT EVIDENCE? 

A) BANK STATEMENTS OBTAINED FRDM THE CLIENT 

B) DOCUMENTS OBTAINED BY AUDITOR FRDM THIRD PARTIES DIRECTLY. C) CARBON CDPIES DF SALES 
INVOICES INSPECTED BY THE AUDITDR 

D) COMPUTATIONS MADE BY THE AUDITDR 

2. WHICH DF THE FDLLDWING STATEMENTS IS. GENERAL Y. CORRECT ABOUT THE RELIABILITY DF AUDIT 
EVIDENCE? 

A) TD BE RELIABLE. EVIDENCE SHOULD CONCLUSIVE RATHER THAN PERSUASIVE 

B) EFFECTIVE INTERNAL CONTROL SYSTEM PROVIDES RELIABLE AUDIT EVIDENCE 


For More Books Please Visit | www.freepdfpost.blogspot.com 




www.freepdfpost.blogspot.com 


C) EVIDENCE OBTAINED FROM OUTSIDE SOURCES ROUTED THROUGH THE CLIENT 

D) ALL ARE CORRECT. 

S. IN AN AUDIT OF FINANCIAL STATEMENTS. SUBSTANTIVE TESTS ARE AUDIT PROCEDURES THAT 

A) MAY BE ELIMINATED FOR AN ACCOUNT BALANCE UNDER CERTAIN CONDITIONS 

B) ARE DESIGNED TO DISCOVER SIGNIFICANT SUBSEQUENT EVENTS 

C) WILL INCREASE PROPORTIONATELY WHEN THE AUDITOR DECREASES THE ASSESSED LEVEL OF CONTROL 
RISK 

D) MAY BE TEST OF TRANSACTIONS. TEST OF BALANCE AND ANALYTICAL PROCEDURES 

4. THE NATURE. TIMING AND EXTENT OF SUBSTANTIVE PROCEDURES IS RELATED TO ASSESSED LEVEL OF 
CONTROL RISK 

A) RANDOMLY 

B) DISPROPORTIONATELY 

C) DIRECTLY 

D) INVERSELY 

5. WHICH DF THE FOLLOWING FACTORS IS MOST IMPORTANT IN DETERMINING THE APPROPRIATIONS OF 
AUDIT EVIDENCE? 

A) THE RELIABILITY OF AUDIT EVIDENCE AND ITS RELEVANCE IN MEETING THE AUDIT OBJECTIVE 

B) THE OBJECTIVITY AND INTEGRITY OF THE AUDITOR 

C) THE QUANTITY OF AUDIT EVIDENCE 

D) THE INDEPENDENCE OF THE SOURCE OF EVIDENCE 

G. WHEN IS EVIDENTIAL MATTER. GENERALY. CONSIDERED SUFFICIENT? 

A) WHEN IT CONSTITUTES ENTIRE PDPULATIDN 

B) WHEN IT IS ENOUGH TD PROVIDE A BASIS FOR GIVING REASONABLE ASSURANCE REGARDING 
TRUTHFULNESS 

C) WHEN IT IS OBJECTIVE AND RELEVANT 

D) WHEN AUDITDR COL ACTS AND EVALUATES IT INDEPENDENTLY 
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7. WHICH OF THE FOLLOWING IS NOT CORROBORATIVE EVIDENCE? 

A) MINOTES OF MEETINGS 

B) CONFIRMATIONS FROM DEBTORS 

C) INFORMATION GATHERED BY AODITOR THROOGH OBSERVATION 

D) WORKSHEET SOPPORTING CONSOLIDATED FINANCIAL STATEMENTS 

8. WHICH OF THE FOLLOWING STATEMENTS IS NOT TROE WITH RESPECT TO MANAGEMENT 
REPRESENTATIONS OBTAINED AS PER AASI1? 

A) AOTHENTICATED COPY OF RELEVANT MINOTES OF MEETINGS MAY BE REGARDED AS MANAGEMENT 
REPRESENTATION 

B) IT SHOOLD ALWAYS BE IN WORKING 

C) IT MAY BE DATED PRIOR TO THE REPORT DATE 

D) IT SHOOLD BE ADDRESSED TO THE AODITOR 

B. WHAT WOOLD MOST APPROPRIATELY DESCRIBE THE RISK DF INCORRECT REJECTION IN TERMS OF 
SOBSTANTIVE TESTING? 

A) THE AODITOR CONCLODES BALANCE IS MATERIAL Y CORRECT WHEN IN ACTOAL FACT IT IS NOT 

B) THE AODITOR CONCLODES THAT THE BALANCE IS MATERIALLY MISSTATED WHEN IN ACTOAL FACT IT NOT 

C) THE AODITOR HAS REJECTED AN ITEM FOR SAMPLE WHICH WAS MATERIAL 

D) NONE OF THE ABOVE 

10. WHICH OF THE FOLLOWING AFFECTS AODIT EFFECTIVENESS? 

A) RISK OF OVER RELIANCE 

B) RISK OF INCORRECT REJECTION 

C) RISK OF INCORRECT ACCEPTANCE 

D) BOTH (A) AND (C) 

11. WHAT WOOLD MOST EFFECTIVELY DESCRIBE THE RISK OF INCORRECT ACCEPTANCE IN TERMS OF 
SOBSTANTIVE AODIT TESTING? 
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A) THE AUDITOR HAS ASCERTAINED THAT THE BALANCE IS MATERIAL Y CDRRECT WHEN IN ACTUAL FACT IT IS 
NDT 

B) THE AUDITDR CONCLUDES THE BALANCE IS MATERIAL Y MISSTATED WHEN IN ACTUAL FACT IS NDT 

C) THE AUDITDR HAS REJECTED AN ITEM FRDM SAMPLE WHICH WAS NDT SUPPORTED BY DOCUMENTARY 
EVIDENCE 

D) HE APPLIES RANDDM SAMPLING DN DATA WHICH IS INACCURATE AND INCONSISTENT 

AUDIT EVIDENCE 

I. C 2. B 3. D 4. C 5. A B. B 7. D 8. B 9. B ID. DII. A 


AUDIT DF CASH TRANSACTION 


1. WHICH DF THE FOLLOWING DOCUMENTS IS NDT RELEVANT FDR VDUCHING CASH SALES? 

A) DAILY CASH SALES SUMMARY 

B) SALESMEN'S SUMMARY 

C) MONTHLY STATEMENTS SENTTD CUSTOMERS 

D) BANK STATEMENT 

2. THE AUDITDR SHDULD EXAMINE SUBSEDUENT REALIZATION DF REVENUE SUCH AS DIVIDENDS. INTEREST. 
COMMISSION, ETC TD 

A) IDENTIFY CASES DF UNRECORDED REVENUE 

B) ENSURE PRDPER DISCLOSURE IN THE BALANCE SHEET 

C) RECOMPUTE ACCRUED INCOME DN THE DATA DF BALANCE SHEET 

D) ANY DF THESE 

S. TD TEST WHETHER SALES HAVE BEEN RECORDED. THE AUDITDR SHDULD DRAW A SAMPLE FRDM A FILE DF 


A) PURCHASEDRDERS 

B) SALES DRDERS 

C) SALES INVOICES 
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D) BILL OF LOADING 

4. FOR VOUCHING OF WHICH ITEM. THE AUDITOR IS MOST LIKELY TO EXAMINE CDST RECORDS? 

A) COMMISSION EARNED 

B) BAD DEBTS RECORDED 

C) CREDIT SALES 

D) SALE OF SCRAP 

5. THE "GUIDANCE NOTE ON REVENUE" ISSUED BY THE ICAI DDES NDT DEAL WITH 

A) SALES REVENUE 

B) REVENUE RENDERING SERVICE 

C) REVENUE FRDM SALE DF FIXED ASSETS 

D) INCOME FROM INTEREST. DIVIDEND 

G. AN AUDITDR CDNDUCTS A SURPRISE CHECK DN THE PAY DAY (I.E) THE DAY WAGES AND SALARIES ARE 
PAID. THE PRIMARY PURPOSE DF THIS AUDIT PROCEDURES IS 

A) TD ENSURE THAT THERE ARE ND GHOST WDRKERS 

B) TD ENSURE THE CASUAL WDRKERS EMPLDYED ARE AUTHORIZED BY THE SUPERVISOR 

C) TD TEST PROCEDURES FDR DISTRIBUTING PAY CHEQUES 

D) TO DBTAIN UNDERSTANDING OF INTERNAL CONTRDL SYSTEM 

7. WHICH OF THE FOLLOWING WOULD PREVENT DDUBLE PAYMENT OF THE SAME VOUCHER? 

A) THE PERSON SIGNING THE CHEQUE SHDULD CANCEL THE SUPPORTING DOCUMENTS 

B) CHEQUES SHOULD BE SIGNED BY AT BEST TWD PERSONS 

C) THE DATA DF PAYMENT DF VOUCHERS DF SIMILAR NATURE SHDULD BE THE SAME DR CLDSE TD EACH 
DTHER 

D) ALL DF THE ABOVE 

8. IN CASE DF UNCLAIMED WAGES. THE AUDITDR SHDULD EXAMINE WHETHER 
A)THE AMDUNT HAS BEEN DEPOSITED IN A SEPARATE BANK ACCDUNT 
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B) DEPOSITED WITH THE CASHIER 

C) HELD IN A SAFE DEPOSIT BOX 

D) ALL DF THESE 

D. WHILE VOUCHING WAGES, AUDITDR SHDULD EXAMINE WHETHER THERE IS PRDPER SEGREGATION OF 
DUTIES. WHICH OF THE FOLLOWING ACTIVITIES SHOULD NOT BE DONE BY SAME DEPARTMENT? 

A) MAINTAINING PERSONNEL RECORDS AND APPROVING CHANGING IN WAGES RATES 

B) PROPOSING PAY ROLL SUMMARY AND DISBURSEMENT OF WAGES 

C) MAKING SALARY STATEMENTS AND FILING TAX RETURNS 

D) COMPARING TIME CLOCK RECORDS WITH TIME REPORTS PREPARED BY SUPERVISORS AND PREPARING 
LIST OF WORKERS EMPLOYED ALONG WITH THE UNITS OF PRODUCTION FOR EACH ONE OF THEM 

10. IN ORDER TO VOUCH. WHICH OF THE EXPENSES. THE AUDITOR WILL EXAMINE BILL OF ENTRY? 

A) CUSTOM 

B) EXCISE DUTIES 

C) SALES TAX 

D) INCOME TAX 

11. WHILE VOUCHING, HOW WILL THE AUDITOR ENSURE HIMSELF THAT ALL CREDIT SALES TRANSACTIONS HAVE 
BEEN RECORDED BY THE ENTITY? 

A) EXAMINING CUTOFF POINTS 

B) MATCHING ENTRIES IN THE SALES BOOK AGAINST RENUMBERED SALES INVOICES AND GOODS OUTWARD 
NOTES 

C) COUNTING THE NUMBER OF INVOICES AND MATCHING THE NUMBER WITH ENTRIES ON SALES BOOK 

D) BOTH (A) AND (B) 

I2.IN CASE OF SALES RETURN. THE AUDITOR SHOULD EXAMINE WHICH DOCUMENTS? 

A) CREDIT NOTES. ADVICE NOTES AND INWARD RETURN NOTES 

B) DEBIT NOTES, ADVICE NOTES AND INWARD RETURN NOTES 

C) PURCHASE INVOICES. ADVICE NOTES AND INWARD RETURN NOTES 

D) CREDIT NOTES, INSPECTION REPORT AND INWARD RETURN NOTES 
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13. AN INTERNAL AUDITDR DISCOVERED THAT FICTITIOUS PURCHASES HAVE BEEN RECORDED BY THE 
PURCHASE CLERK. THIS INDICATES ABSENCE DF WHICH CONTROL? 

A) PURCHASE INVOICES ARE INDEPENDENTLY MATCHED WITH PURCHASE DRDERS AND GDDDS RECEIVED 
NDTES 

B) GDDDS RECEIVED NDTES REQUIRES THE SIGNATURE DF INDIVIDUAL WHD AUTHORIZED THE PURCHASE 

C) ROUTINE CHECKS ARE PERFORMED BY INTERNAL AUDITDR FORTNIGHTLY. 

D) PURCHASE FUNCTION AND PRDDUCTIDN FUNCTION ARE CLUBBED IN DNE DEPARTMENT 

14. WHICH DF THE FOLLOWING IS MOST CRUCIAL TO A PURCHASE DEPARTMENT? 

A) REDUCING THE CDSTDF ACQUISITION 

B) SELECTING SUPPLIES 

C) AUTHORIZING THE ACQUISITION DF GDDDS 

D) ASSURING THE QUALITY OF GOODS 

15. THE AUDITOR IS MDST LIKELY TO EXAMINE RELATED PARTY TRANSACTIONS VERY CAREFULLY WHILE 
VOUCHING 

A) CREDIT SALES 

B) SALES RETURNS 

C) CREDIT PURCHASES 

D) CASH PURCHASES 

IG.IN DRDER TD VDUCH BDUGHT LEDGER. THE AUDITDR OBTAIN CONFIRMATIONS FRDM CREDITORS. THE 
PRINCIPAL REASDN FDR THE AUDITDR TD EXAMINE SUPPLIERS STATEMENTS AT BALANCE SHEET DATE IS TD 
DBTAIN EVIDENCE THAT 

A) THE SUPPLIER EXIST 

B) THERE ARE ND UNRECORDED LIABILITIES 

C) RECORDED PURCHASES ACTUALLY OCCURRED 

D) TD LINK CREDITORS WITH CASH BOOK ENTRIES 
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I7.THE CREDITORS ACCOUNTS. GENERALLY. HAVE CREDIT BALANCE. DEBIT BALANCE MAY BE DUE TD 

A) ADVANCE PAID AGAINST AN ORDER 

B) GDDDS RETURNED 

C) WRDNG DEBIT TD SUPPLIER ACCDUNT 

D) ANY DF THESE 

I8.IN CASE DF VDUCHING. THE AUDITDR IS LEAST LIKELY TD EXAMINE AUTHORIZATION BY APPROPRIATE 
AUTHORITY IN CASE DF - 

A) BAD BADS WRITTEN DFF 

B) SALES RETURN 

C) PURCHASE RETURN 

D) DISCOUNT ALLDWED TD CUSTOMERS AS PER ORGANIZATIONAL PDLICY 

IB.VENDDRS SHOULD BE APPROVED BY MANAGEMENT BEFDRE PURCHASE DEPARTMENT EXECUTES AN DRDER. 
IF THIS IS NDT DDNE, THEN WHICH DF THE FDLLDWING SITUATIONS MAY ARISE 


A) PURCHASES COULD BE MADE FRDM VENDORS WHOSE PRODUCT QUALITY MAY NDT BE GDDD 

B) PURCHASES MAY BE MADE FRDM RELATED PARTIES WITHDUT MANAGEMENT'S KNOWLEDGE 

C) PURCHASES COULD BE MADE FRDM VENDDRS WHD MAY HAVE OFFERED PRICE TD VICE-PRESIDENT 
PURCHASES 

D) ANY DF THESE 


AUDIT DF CASHTRANSACTIDN 


I. 


C 2. A 3. C 4. D 5. C G. C 7. A 8. A B. B ID. A II. D 12. D 13. 14. C 15. C IB. B 17. D 18. D IB. D 
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AUDIT PREPARATION 

I. WHICH DF THE FDLLDWING AUDITING ASSURANCE STANDARD DEALS WITH AUDIT PLANNING? 

A) AAS7 B) AAS8 0 AASB D) AAS3 


For More Books Please Visit | www.freepdfpost.blogspot.com 





www.freepdfpost.blogspot.com 


2. AUDIT PROGRAMME IS PREPARED BY 


A) THE AUDITOR 

B) THE CLIENT 

0 THE AUDIT ASSISTANTS 

D) THE AUDITOR AND HIS AUDIT ASSISTANTS 


S. THE WDRKING PAPERS WHICH AUDITDR PREPARES FDR FINANCIAL STATEMENTS AUDIT ARE 


A) EVIDENCE FDR AUDIT CDNCLUSIDNS 

B) OWNED BY THE CLIENT 


0 DWNED BY THE AUDITDR 

D) RETAINED IN AUDITOR'S DFFICE UNTIL A CHANGE IN AUDITORS 


4. THE QUANTITY DF AUDIT WDRKING PAPERS CDMPLIED DN ENGAGEMENT WDULD MDST BE AFFECTED BY 


A) MANAGEMENT'S INTEGRITY 

B) AUDITOR'S EXPERIENCE AND PROFESSIONAL JUDGMENT 

C) AUDITOR'S QUALIFICATION 

D) CONTROL RISK 


5. WHICH DF THE FDLLDWING BEST DESCRIBES THE PRIMARY PURPDSE DF AUDIT PROGRAMME 

PREPARATION? 


A) TO DETECT ERRORS OR FRAUD. 

B) TO COMPLY WITH GAAP 

0 TO GATHER SUFFICIENT APPROPRIATE EVIDENCE 
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D) TD ASSESS AUDIT RISK 


G. WHICH DF THE FOLLOWING IS NOT AN ADVANTAGE DF THE PREPARATION OF WORKING PAPER? 


A) TO PROVIDE A BASIS FDR REVIEW OF AODIT WORK 

B) TO PROVIDE A BASIS FOR SUBSEQUENT AODITS 

0 TD ENSORE AODIT WORK IS BEING CARRIED DOT AS PER PROGRAMME 

D) TO PROVIDE A GOIDE FOR ADVISING ANOTHER CLIENT ON SIMILAR ISSOES 


G. WHICH DF THE FOLLOWING IS NOT AN ADVANTAGE DF THE PREPARATION OF WORKING PAPER? 


A) TO PROVIDE A BASIS FOR REVIEW OF AODIT WORK 

B) TD PROVIDE A BASIS FOR SUBSEQUENT AODITS 

0 TO ENSORE AODIT WORK IS BEING CARRIED DOT AS PER PROGRAMME 

D) TO PROVIDE A GOIDE FOR ADVISING ANOTHER CLIENT ON SIMILAR ISSOES 


8. FOR WHAT MINIMUM PERIDD SHOOLD AODIT WORKING PAPERS BE RETAINED BY AODIT FIRM? 


A) FDR THE TIME PERIDD THE ENTITY REMAINS A CLIENT DF THE AODIT FIRM. 

B) FOR A PERIOD OF TEN YEARS 


0 FOR A PERIOD AODITOR OPINES THEM TO BE OSEFOL IN SERVICING THE CLIENT 

D) FOR THE PERIDD THE AODIT FIRM IS IN EXISTENCE. 


3. WHICH DF THE FOLLOWING FACTORS WOOLD LEAST LIKELY AFFECT THE OOANTITY AND CONTENT OF AN 

AODITOR'S WORKING PAPERS 


A) THE ASSESSED LEVEL OF CONTROL RISK 

B) THE POSSIBILITY OF PEER REVIEW 

0 THE NATORE OF AODITOR'S REPORT 
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D) THE CONTENT DF MANAGEMENT REPRESENTATION LETTER 


10. WHICH OF THE FOLLOWING STATEMENT IS TRUE REGARDING AN AODITOR'S WORKING PAPERS? 


A) THEY DOCOMENT THE LEVEL OF INDEPENDENCE MAINTAINED BY THE AODITOR 

B) THEY SHOOLD BE CONSIDERED AS THE PRINCIPLE SOPPORT FOR THE AODITOR'S REPORT 

0 THEY SHOOLD NOT CONTAIN DETAILS REGARDING WEAKNESSES IN THE INTERNAL CONTROL SYSTEM 

D) THEY HELP THE AODITOR TO MONITOR THE EFFECTIVENESS OF THE AODIT FIRM'S OOALITY CONTROL 


II. WHICH OF THE FOLLOWING STATEMENT BEST DESCRIBES THE ONDERSTANDING WITH RESPECT TO? 

OWNERSHIP AND COSTODY OF WORKING PAPERS PREPARED BY AN AODITOR? 


A) THE WORKING PAPERS MAY BE OBTAINED BY THIRD PARTIES WHEN THEY APPEAR TO BE RELEVANT TO 

ISSOES RAISED IN LITIGATION 

B) THE SAFE COSTODY OF WORKING PAPERS IS THE RESPONSIBILITY OF CLIENT, IF KEPT AT HIS PREMISES 

0 THE WORKING PAPERS MOST BE RETAINED BY AN AODIT FIRM FOR A PERIOD OF 10 YEARS 
D) SOCCESSOR AODITORS MAY HAVE ACCESS TO WORKING PAPERS OF THE PREDECESSOR AODITORS. THE 

APPROVAL OF CLIENT IS NOT REQOIRED. 


12. THE CORRENT FILE OF THE AODITOR'S WORKING PAPERS, GENERAL Y, SHOOLD INCLODE 

A) A FLOWCHART OF THE INTERNAL CONTROLS 

B) ORGANIZATION CHARTS 

C) A COPY OF FINANCIAL STATEMENTS 

D) COPIES OFBONDANDDEBENTORES 


IS. KNOWLEDGE OF THE ENTITY'S BUSINESS DOES NOT HELP THE AUDITOR TO 


A) REDUCE INHERENT RISK 

B) IDENTIFY PROBLEM AREAS 

C) EVALUATE REASONABLENESS OF ESTIMATES 

D) EVALUATE APPROPRIATES OF GAAP. 
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14. THE MAIN ADVANTAGE DF USING STATISTICAL SAMPLING TECHNIQUES IS THAT SUCH TECHNIQUES: 


A) MATHEMATICALLY MEASURE RISK 

B) ELIMINATE THE NEED FDR JUDGMENTAL SAMPLING 

0 DEFINES THE VALUES DFTDLERABLE ERRDR 

D) ALL DF THE THEM. 

15. WHICH DF THE FDLLDWING METHODS DF SAMPLE SELECTION IS LEAST SUITABLE FDR EXTRAPOLATING 

RESULTS TD THE PDPULATIDN? 


A) SYSTEMATIC SAMPLING 

B) RANDOM SAMPLING 
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C) HAPHAZARD SAMPLING 

D) NDNE 

IB. WHICH DF THE FOLLOWING STATEMENTS IS CORRECT? 


A) LOWER THE SAMPLING RISK GREATER THE SAMPLE SIZE 

B) SMALLER THE TOLERABLE ERROR, GREATER THE SAMPLE SIZE 

0 LOWER THE EXPECTED ERROR, SMALLER THE SAMPLE SIZE D) ALL ARE CORRECT 


17. WHICH OF THE FOLLOWING FEATURES IS MOST IMPORTANT FOR RANDOM BASED SELECTION? 
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A) SAMPLE SHOULD BE DRAWN FROM POPULATION 

B) EVERY STRATA OF PDPULATIDN SHOULD BE REPRESENTED IN THE SAMPLE 

0 EVERY ITEM IN THE POPULATION HAS AN EQUAL CHANCE OF BEING SELECTED IN THE SAMPLE 

D) ITEMS SHOULD BE SELECTED AT W THE INTERVAL 


18. RISK OF UNDER RELIANCE IS THE RISK THAT THE SAMPLE SELECTED TD TEST CDNTRDLS 


A) DDES NDT SUPPORT THE AUDITOR'S PLANNED ASSESSED LEVEL DF CDNTRDL RISK WHEN THE TRUE 

DPERATING EFFECTIVENESS DF THE CDNTRDL STRUCTURE JUSTIFIES SUCH AN ASSESSMENT 

B) SUPPDRTS THE AUDITOR'S PLANNED ASSESSED LEVEL DF CDNTRDL RISK WHEN THE ACTUAL PDSITIDN 

DDES NOT WARRANT SUCH RELIANCE 
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C) IS NOT SUPPORTED BY ADEQUATE DOCUMENTS 

D) BOTH (A) 5 (0 


19. WHICH DF THE FOLLOWING FACTORS IS (ARE) CONSIDERED IN DETERMINING THE SAMPLE SIZE FDR TESTS 

DFCONTRDL? 


A) PROJECTED ERROR 

B) TOLERABLEERRDR 

C) EXPECTED ERROR 

D BOTH (B)AND(C) 
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2D.TDLERABLE ERRDR, IS THE MAXIMUM MONETARY ERRDR THAT THE AUDITOR IS PREPARED TD ACCEPT IN 

THE PDPULATIDN AND STILL CONCLUDE THAT AUDIT OBJECTIVE HAS BEEN ACHIEVED, IS DIRECTLY RELATED 

IQ 

A) SAMPLE SIZE B) AUDIT RISK 0 MATERIALITY D) EXPECTED ERRDR 

AUDIT PREPARATION 
Answers 


I. B 2. D 2. C 4. B 5. C B. D 7. A 8. C 9. D ID. B 

II. A12. C IB. A14. A15. C IB. D17. C18. A19. D 2D. C 
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